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SUBJECT: COTTON CONTRACT PROBLEM 
REF: (A) STATES 51486; (B) STATE 84510 

1. ROKG HAS AGREED TO TAKE ALL NECESSARY STEPS TO ENSURE 
OPENING OF LETTERS OF CREDIT ON ALL CURRENT U.S. COTTON 
CONTRACTS HAVING A SALE DATE PRIOR TO AUG 1, 1974 WITH CONTRACT 
DELIVERY DATES PRIOR TO AUG 1, 1975 (QUOTE OLD SALES UNQUOTE 

OR QUOTE ANNEX A SALES UNQUOTE). 

2. ENTIRE LINE OF FY 75 CCC CREDITS FOR COTTON IN KOREAN HAS 
BEEN RAISED TO 175 MILLION OF THAT SUM, L/CS TOTALLING 
APPROXIMATELY 50 MILLION HAVE ALREADY BEEN OPENED. BALANCE OF 
125 MILLION WILL BE USED EXCLUSIVELY TO FINANCE OLD SALES 
EXCEPT THAT A MAXIMUM OF 10 MILLION MAY BE USED TO FINANCE 
SALES MADE BETWEEN AUG 1, 1974 AND APRIL 19, 1975 WITH 
CONTRACT DELIVERY DATE PRIOR TO JULY EQN 1975 (QUOTE NEW 
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CANNOT BE USED FOR QUOTE NEW SALES UNQUOTE UNTIL CERTAIN 
CONDITIONS, SPECIFIED IN PARA 8 OF ASSURANCES, HABE BEEN MET. 

3. KEY DIFFERENCES IN U.S. REQUEST FOR ASSURANCES, CONTAINED 
REF A, AND ASSURANCES PROVIDED BY ROKG CONCERN INCLUSION 

OF QUOTE NEW SALES, UNQUOTE PARA 8 OF ASSURANCES AND MUTUALLY 
AGREED CHANGES IN CONTRACTS, PARA 7 OF ASSURANCES. 

4. TEAM BELIEVES ASSURANCES OBTAINED ARE STRONGER THAN 
ASSURANCES REQUESTED: PARA 5 STRENGTHENED ROKG ASSURANCES 
THAT L/C'S WOULD BE OPENED AND NOW INCLUDES L/C'S COVERED BY 
CCC CREDIT AS WELL AS PRIVATE FINANCING. IN ADDITION, PARA 7 
REQUIRES SHIPMENT DATE WITHIN 3 MONTHS OF OPENING OF L/C. 

WHILE QUOTE NEW SALES UNQUOTE COMPROMISE MEANS THAT 10 MILLION 
LESS CCC CREDIT WILL BE AVAILABLE FOR QUOTE OLD SALES, UNQUOTE 
HAS BEEN INCREASED SINCE CCC CREDIT CANNOT BE USED FOR QUOTE 
NEW SALES UNQUOTE UNTIL SUBSTANTIAL PROGRESS HAS BEEN MADE IN OPENING 
L/C’S FOR QUOTE OLD SALES. UNQUOTE 

5. NEGOTIATIONS AND TECHNICAL CLARIFICATIONS WERE LONG AND 
COMPLEX, AND SUCCESSFUL RESULT ONLY POSSIBLE DUE EXCEL- 
LENT PREPARATORY WORK AND SKILLFUL HANDLING OF NEGOTIATIONS 
BY EMBASSY SEOUL. 

6. TEXT OF ASSURANCES CONTAINED SEPTEL. 

SULLIVAN 
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